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Abstract:

This article examines the importance of increasing the attractiveness
of the investment climate for attracting foreign investment to the economy.
The experience of the People's Republic of China and Singapore in attracting
foreign investment to improve the country's investment climate and their use
in Uzbekistan is considered. It also analyzes the latest trends in attracting
foreign investment to our country
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INTRODUCTION.

For an investor, it is important to assess the
investment attractiveness of the country and take into
account its capabilities. Today, ensuring the systematic
improvement of a favorable investment climate in
Uzbekistan is a priority. In this regard, the main task of
the state is to create a favorable investment climate for
attracting capital and increase its attractiveness. The
interest in attracting foreign investments to the national
economy requires any state to develop its own
investment policy. This policy determines the specific
direction of attracting foreign investments, as well as
the system of stimulating their attraction, and
establishes the legal regime of investment activities.

In his Address to the Oliy Maijlis, the President
of the Republic of Uzbekistan, Sh.M. Mirziyoyev,
emphasized: “World experience shows that a country
that has pursued an active investment policy has
achieved stable growth of its economy. Therefore, it is
no exaggeration to say that investment is the driver of
the economy, or, in Uzbek terms, the heart of the
economy. We will achieve rapid development of our
economy only by actively attracting investments and
launching new production capacities. Positive results in
the economy create an opportunity to systematically
solve the problems accumulated in the social sphere.
We must all deeply understand this and organize our
work on this basis. Taking measures to fully
demonstrate the investment potential of our country in
order to widely attract foreign investment should be one
of the most pressing issues in our daily lives,”
recognizing the crucial importance of foreign investment
in the development of the economy and the urgency of
attracting it.

The world community is undergoing a process of
globalization. Joining the globalization process means
cooperation with the world's leading countries, the
alignment of state policy in the economic, political and
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social spheres with the policies of these countries on a
mutually beneficial basis. From this point of view,
Uzbekistan today plays an important role in the world
community with its level of socio-economic
development, geographical location on the world map,
the composition and reserves of its natural resources,
the investment policy pursued by the government, and
others. This, in turn, indicates the need to create a
favorable investment environment for the inflow of
foreign investments. To this end, the President of our
country, Shavkat Mirziyoyev, issued a Decree “On
Measures to Radically Improve the Investment Climate
in the Republic of Uzbekistan” on August 2, 2018, in
order to increase the attractiveness of the investment
environment. According to this decree:

> Foreign citizens and stateless persons who have
invested in the Republic of Uzbekistan were granted the
right to obtain a multiple-entry three-year visa and
extend its validity for an unlimited number of times
without the need to leave the territory of the Republic
of Uzbekistan;

> The minimum share of foreign investments in the
authorized capital of enterprises with foreign
investment was reduced from 30 percent to 15 percent;
> The requirement that a foreign legal entity must
participate as a participant in an enterprise with foreign
investment was also abolished;

> The minimum authorized capital of enterprises
with foreign investment was reduced from 600 million
soums (at least $76 thousand) to 400 million soums (at
least $50 thousand);

> The Ministry of Internal Affairs of the Republic of
Uzbekistan was also required to submit proposals on the
introduction of a procedure for granting the status of
"Honorary Citizen" to foreign citizens who have invested
large amounts in priority sectors of the country's
economy;
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> long-term lease of non-agricultural land for
investment projects for a period of up to 50 years, but
not less than that specified in the application;

> auctioning the right to permanent ownership of
land plots for construction of real estate objects (hotels,
commercial objects, cultural and entertainment
complexes, household service objects, educational and
medical organizations, road infrastructure, etc.).

In addition, as reflected in the Law "On
Investments and Investment Activities", tax policy and
tax and tariff management reforms aimed at reducing
the tax burden for investors and simplifying the taxation
system, supporting a healthy competitive environment
are being implemented at a rapid pace in Uzbekistan
[3]. The rich experience accumulated in developed
countries, the study of the essence of the reforms
implemented, the decisions and measures adopted, and
the scientific critical analysis of their achievements and
shortcomings serve as a comprehensive support for the
development of our national economy. Therefore, the
rich experience and modern trends existing in the
international arena are improving and changing from
year to year. In particular, these include issues related
to attracting investments, their export and import,
protecting the interests of investors, increasing
investment activity and competitiveness.

ANALYSIS OF RELEVANT LITERATURE

The level of economic development of a
country, the growth rates of investment activity are
largely dependent on the investment climate. It is
important to create the necessary conditions for
attracting foreign investment to the economy of the
republic, which can only be invested in the economy of
a state if there are (positive) economic, political, social
and legal conditions in the country. The attractiveness
of the investment climate is an important factor in
increasing the flow of foreign investment. In turn, what
is the investment climate itself? What does its
attractiveness depend on? How can the investment
climate be defined? In addition, what factors affect the
investment climate? It is natural to ask such questions
as: Economists A. Vakhabov, Sh. Khajibakiev, N.
Muminov emphasize the following about the investment
environment: “The investment environment is a set of
economic, political, legal and social factors that
determine the level of risk of foreign capital investments
and the possibilities of their effective use in the country.
The investment environment is a complex, multifaceted
concept, which includes indicators such as national
legislation, economic conditions (crisis, growth,
stagnation), customs regime, currency policy, economic
growth rates, inflation rates, exchange rate stability,
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and the level of external debt.” The investment
environment also includes a set of economic, political,
regulatory, legal, social and other conditions that affect
investment processes in the country. “Investment
environment” and “investment climate” are used as
synonymous concepts. In this regard, the following
opinions were expressed by economists D.Gozibekov
and T.Koraliyev: “The investment climate is a very
broad concept that encompasses all the problems and
issues that an investor takes into account. The investor
determines the advantages and disadvantages of
allocating capital to a particular country, while at the
same time paying great attention to the ideology,
politics, economy and culture of the country in which he
intends to invest his capital” [6]. Also, economists K.
Eklund, J. Keynes, M. Sornarajakh, V.N. Shcherbakov,
K.V. Baldin, V.M. Askinadzi, V.F. Maksimov, E.S.
Khazanovich, Ali Salim, Mohammad Reza Razavi, Liu
Wang and N.G. Karimov, D.G'. Gozibekov, A.V.
Vakhabov, Sh.Kh. Khajibakiev, N.G. Muminov, M.A.
Raimjonova, B.S. Mamatov, Sh.I. Mustafakulov, D.Yu.
Khojamkulov's  scientific  work deals with the
attractiveness of the investment environment, the
problems of attracting foreign investments to the
national economy.
RESEARCH METHODOLOGY

In order to develop scientifically based
conclusions and recommendations based on a detailed
analysis of the problem raised in the scientific article,
systematization of the analysis results, methods such as
induction and deduction, targeted development,
systematic and comparative analysis, graphic
representation, expert evaluation and economic
statistics were widely used.
ANALYSIS AND RESULTS

There is a fierce competition between countries
in the world to attract foreign capital. In developed
countries in terms of the volume of foreign investment,
its quality and the use of favorable conditions, various
types of innovative instruments are being created from
year to year to ensure the attractiveness of the
investment environment. Among them, we will consider
the achievements of China in attracting investments,
which is growing faster than other countries, whose
goods and services are distributed in all countries of the
world, and which is recognized as the three most
common words today - "Made in China", which has been
studied by many economists, but has not yet been fully
utilized when it comes to the issue of using these
experiences.

One of the important factors influencing China's

rapid development is the development of a database
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(passport) necessary for investors, reflecting the
capabilities and potential of regions, and the availability
of cheap labor. The fact that this database is open as
an Internet resource has ensured the inflow of foreign
investment for Chinese enterprises and the
strengthening of business cooperation. Today, the
factor that has served to ensure China's position in the
world economy and the rapid growth of the economy is
precisely its openness, healthy image and investment
attractiveness. However, according to today's experts,
China's openness, rapid integration into the world
community, and its progress are perceived by the
country's citizens and the foreign public as a negative
situation. It would be correct to say that all these are
conclusions about modern China, drawn without
understanding the processes taking place there.
Because the Chinese leadership consciously pays special
attention to the following aspects:

> Establishing strong ties between China and the
outside world;

> Ensuring solidarity and reliable partnership
between the state and entrepreneurs;

> Creating an image of China as a reliable partner
in the minds of the world community;

> Ensuring that development is built on an
innovative basis, rather than on high-productivity
production, and so on.

Taking into account these aspects, since 2004,
the Chinese government has been actively engaged in
solving the problem of further increasing the country's
investment attractiveness. Over the past decade, China
has taken many systematic measures to raise its
prestige and reputation in the world community. It has
been developing economic cooperation with a number
of international and regional organizations: the OSCE-
Asia-Pacific Cooperation Organization, the SCO-
Shanghai Cooperation Organization, as well as Sino-
Arab and Sino-African cooperation on the organization
of free economic zones. Since joining the World Trade
Organization (WTO), the Chinese government has
carried out fundamental reforms in many areas. In
particular, in the following important areas: reducing
various tariffs; measures related to the removal of
barriers and restrictions on investments in leading
sectors of the economy, in particular services:
telecommunications, insurance, banking, trade,
logistics. Due to these opportunities and conditions, the
activity of not only multinational companies, but also
small and medium-sized foreign companies in investing
in China has increased. As a result, the volume of FDI
inflows into China has increased year by year. As a
result of joining the WTO, geographical and operational
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restrictions for foreign banking institutions have been
removed since 2006. As a result, branches of foreign
banks have been established and procedures have been
established for residents to conduct operations in yuan
in any part of China.

The Bank of England-Standard Chartered Bank
was the first to take advantage of the opportunities
presented, and a number of other banks have also
entered: Citigroup (USA), HCBCN (England), ABN AMRO
(Netherlands), Bank of East Asia (Hong Kong) and Hang
Seng Bank (Hong Kong). Due to the socio-economic,
legal-administrative and political-organizational
measures taken, China has become one of the largest
trading powers in the last five years. In the reports
published by UNTAD, the PRC is ranked in the top two
as the leading country in terms of import and export of
capital. In the pre-crisis period (2005-2007), the import
of foreign direct investment into China averaged 76.2
billion US dollars, which was 5.4% of the world's total
(import of FDI). By 2019, China had 141 billion TTXI
absorbed the dollar.

The health and attractiveness of the investment
climate can also be assessed through macroeconomic
indicators that reflect the socio-economic state of the
country. According to the World Bank (WB)
classification, Singapore is among the countries with the
highest incomes. One of the important indicators that
affects the investment climate is the inflation rate. The
lower the inflation rate, the higher the investment
attractiveness. In 2005, the inflation rate in Singapore
was 0.5 percent, and by 2019 it was 0.4 percent. One
of the most common methods for assessing the
attractiveness of the country's investment climate today
is the Doing Business index; the Global Competitiveness
Index. In the Doing Business index, published by the
World Bank Group and the International Finance
Corporation, Singapore ranked 2nd among 190
countries in 2019. From 2008 to 2014, Singapore
ranked first in this index, and for 11 years, Singapore
has not recorded an average score lower than 1.45.
According to the research and survey results, the
stability of the state political system, effective economic
policy, high investment opportunities, and developed
infrastructure have influenced the conditions created for
starting and running a business in Singapore and the
achievement of high results.

The Global Competitiveness Index is an average
of 141 countries on a scale of 0 to 100, based on the
following indicators:  quality of institutions,
infrastructure, macroeconomic stability, health and
primary education, higher education and retraining,
efficiency of goods and services markets, efficiency of
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labor markets, development of financial markets, level
of technological development, size of domestic markets,
competitiveness of companies, and innovative potential.

In the course of studying the above-mentioned
experiences, it became clear that the implementation of
the experiences of China and Singapore in increasing
the attractiveness of the investment environment in
attracting foreign investments in the conditions of
Uzbekistan, their use will serve to ensure the country's
further development and increase the population's
income sources. In particular, the implementation of
measures to ensure Uzbekistan's active participation in
surveys conducted by international organizations, as
well as its participation in all ratings indicating the
investment attractiveness of countries around the
world, in particular the "Global Competitiveness Index",
"Global Innovation Index" and "Business Environment
Risk Index", will have a positive impact on investors'
decisions to invest in the future. The reason is that
before investing in a country, a foreign investor needs
reliable information about the investment environment
of that country. Of course, one of the most reliable
sources is the indices maintained by international
economic organizations. From these indices, investors
can obtain the necessary and reliable information for
themselves.  Therefore,  ensuring  Uzbekistan's
participation in the above-mentioned indices is of
positive importance in demonstrating Uzbekistan's
investment climate to foreign investors. Another factor
that has allowed China and Singapore to increase the
attractiveness of the investment climate is the
publication of the necessary information about the
regions of this country by the responsible organizations
of the host state on the official website, taking into
account the socio-economic potential of the regions of
Uzbekistan, and the publication of an "Annual Statistical

Map" by the State Statistics Committee on the
attractiveness of the investment climate of each region
(regions, Tashkent «city and the Republic of

Karakalpakstan).

It is acceptable to include the following
indicators on this map: - development potential of the
area;
> main components of tax policy;
> natural-geographical and infrastructural potential
of the region;
> economic efficiency of investments;
> citizenship index.

This includes structural indicators related to the
social activity of the population, the effectiveness of
governance, access to education and healthcare
services, access to various types of socio-economic
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information, its openness, and the proximity and
cooperation of local authorities with the population. In
addition, based on the experience of these countries,
the implementation of the two proposed measures
below as a factor that will help increase the
attractiveness of the investment climate in Uzbekistan
will show its positive effect:

It is necessary to create a platform that allows
online monitoring of state budget expenditures and
investments;

In order to prevent bureaucratic obstacles to
investors from official institutions involved in regulating
and attracting foreign investments in the Republic of
Uzbekistan and to ensure the transparency of the
activities of these institutions, it is necessary to create
a platform that unites all institutions for investors'
appeals.

In this case, regardless of which institution the
investor applies to, other institutions will be aware of
this application, which will help prevent bureaucracy
and corruption. One of the main tasks of the next stage
of market reforms is to solve the issues of improving the
attraction of foreign investments to our country,
eliminate problems in attracting foreign capital, increase
the volume of foreign investments and expand the
opportunities for their effective use. It is noted that due
to the implementation of such tasks, the growth rates
of foreign investments attracted to our country during
2011-2019 are being ensured. Figure 3 below shows
that in 2019, the volume of foreign investments
amounted to 13.3 billion. US dollars, of which 9.3 billion.
US dollars are direct foreign investments. During the
analyzed period, the total volume of foreign investments
increased by 3.5 times in 2019 compared to 2011.
According to the results of 2019, the main foreign
partners in attracting foreign investments to the country
were China, Russia and Germany. The total number of
countries investing in the economy of Uzbekistan
exceeded 50. The share of large investor countries in
the total attracted foreign direct investments and loans
decreased to 34 percent.

Compared to 2018, the most active growth in
attracting foreign direct investment and loans was
observed in the production of electrical products
(growth - 7.5 times), metallurgy (growth - 4.6 times),
textile (growth - 2.5 times), leather and footwear
(growth - 2.1 times), and oil and gas (growth - 2 times)
sectors. The growth rate of the flow of foreign direct
investment and loans also strengthened in projects of
regional importance, and their total volume in 2019
amounted to $ 4.8 billion (of which $ 4.2 billion in fixed
capital), which is 4 times more than in the same period
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in 2018 and 24 times more than in 2017. Only with the
participation of foreign capital, 167 projects worth a
total of $ 858.5 million were commissioned in the
regions. In accordance with the investment program, in
2020, it is planned to absorb about 233.2 trillion soums
of capital investments into fixed assets from all sources
of financing, including 7.1 billion dollars in direct foreign
investments and loans, and 2.7 billion dollars in foreign
investments and loans under state guarantees. In 2020,
it is planned to put more than 2 thousand objects of
social, infrastructural and production significance into
operation: 206 large-scale production facilities, 240
regional production facilities, 1.6 thousand objects of
social and infrastructural significance. According to the
main trends and indicators of the socio-economic
development of Uzbekistan and forecasts for the coming
years, one of the priority directions in our country is,
first of all, to increase the volume of attracted foreign
direct investments, create reliable guarantees for
foreign investors and form a more favorable investment
climate in order to strengthen their confidence.
CONCLUSIONS AND PROPOSALS.

It should be noted that today a number of
issues and problems in attracting foreign investment to
Uzbekistan remain open. In order to identify the reasons
for the continued low rate of attracting foreign
investment to the economy, the Ministry of Foreign
Affairs (MFA) conducted a survey among foreign
investors, businessmen and experts from financial
institutions with experience working in Uzbekistan. They
listed the following as some of the factors and
conditions that hinder the flow of investment to
Uzbekistan: - the underdevelopment of the banking and
credit system; - weak protection of investor rights and
an insufficiently effective judicial system; -
administrative and bureaucratic obstacles (many
foreign companies are dissatisfied with the procedures
for obtaining licenses and permits to carry out their
activities); - low investment rating.

Based on the above-mentioned problems and
shortcomings that hinder the attractiveness of the
investment climate, as well as our analysis of the level
of absorption of foreign investments made to the
economy from 2011 to 2019, we believe that it is
appropriate to implement the following measures: In
our opinion, in order to ensure the stability of the
investment climate, it is first of all advisable to widely
develop the system of investment risk insurance or
protection, and to ensure that regulatory and legal
documents are fully implemented. Also, in our opinion,
the stability of the investment climate can be ensured
based on a thorough study and analysis of factors such
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as the state's political attitude towards foreign
investments, the level of state intervention in the
economy, the effectiveness of the state apparatus, the
political stability of the state, the general state of the
economy (growth or crisis), the level of inflation, the
stability of the exchange rate, tax and customs
privileges, the cost of labor and the procedure for using
labor resources, the availability of demand and supply
for specific types of goods and services, the cost of
credit, as well as the attitude of members of society to
the formation of foreign capital and private ownership,
the level of ideological knowledge of society, and the
organizational and entrepreneurial abilities of the
workforce. Extensive efforts are being made to create a
favorable investment climate in Uzbekistan, in this
regard, various financial privileges and rights are
provided to foreign investors, and a market
infrastructure is being formed.

At the same time, the following measures, in
our opinion, will allow us to further improve the
investment climate: increasing the value of the soum;
ensuring the inviolability of property, further increasing
the protection of investors' rights, stabilizing bank
interest rates; improving the tax system on a
scientifically based basis, taking into account the
phased implementation of reforms; putting an end to
administrative red tape; increasing the prestige and
liquidity of shares of joint-stock companies in
Uzbekistan, attracting foreign investors to them, and
developing the securities market.

In conclusion, it should be noted that the
experience of developed countries, the path they have
taken, the laws adopted by the country to improve the
investment climate in order to ensure economic
development, and the application of the necessary
aspects of the methods and techniques developed to
attract wider investment to the conditions of Uzbekistan
are important issues. Because the application of the
accumulated experience, taking into account the
specific characteristics of the country, will lead to a
reduction in risk, the prevention of bias, and the
provision of high efficiency. The effective
implementation of these proposals and
recommendations in practice will allow the Uzbek
economy to expand the attraction of foreign
investments.
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